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Chilean Par Value 


The International Monetary Fund announced on Octo- 
ber 5 that it had concurred in a proposal by the Gov- 
ernment of Chile for a change in the par value of the 


| Chilean peso, from 31 to 110 pesos per US$1. 


The parities for the Chilean peso in terms of gold and 
in terms of the U.S. dollar of the weight and fineness in 
effect on July 1, 1944 are as follows: 0.00807883 grams 
of fine gold per peso; 3,850.00 pesos per troy ounce of 
fine gold; 110.000 pesos per U.S. dollar; .909091 U.S. 
cents per peso. 

The new par value was proposed to the Fund as a step 
toward unification of the exchange system, following 
contacts between the Chilean Government and the Fund 
over a period of several months. Other changes in the 
Chilean exchange system are being made as part of a 
general program of economic stabilization. 

The initial Chilean par value of 31 pesos per U.S. 
dollar was announced by the Fund on December 18, 1946. 
Since that time the purchasing power of the Chilean 
currency has fallen steadily, and there has been increased 
resort to multiple rates and quantitative restrictions. The 


multiple rate system had to be adjusted gradually to the 
rising level of internal prices, thus reflecting, in effect, a 
continuous devaluation of the currency. 

In July of this year, measures were taken to simplify 
the multiple exchange rate structure. These involved uni- 
fication of the selling rate for private transactions (with 
certain exceptions, including payments under certain pay- 
ments agreements, imports of luxuries against gold and 
tourist expenditures) at the level of the banking free rate 
of exchange, which was then 110 pesos per U.S. dollar, 


the rate now selected as the par value. 


The Fund considers that the Chilean Government’s pro- 
gram for combatting inflation is in general well conceived, 
but it has emphasized that firm and energetic imple- 
mentation is essential, and particularly adequate measures 
in the budgetary, fiscal, and credit fields. The Fund wel- 
comes the progress made by Chile toward the unification 
of its exchange system. 


Source: International Monetary Fund, Press Release 
No. 213, Washington, D. C., October 5, 1953. 


Par Value of Jordanian Dinar 


The establishment of the initial par value for the 
Jordanian dinar at one dinar equal to US$2.80 was an- 
nounced by the International Monetary Fund on Octo- 


ber 5. 


The parities for the dinar in terms of gold and in terms 
of the U. S. dollar of the weight and fineness in effect on 


Sterling Area Reserves 


The gold and dollar reserves of the sterling area rose 
by $17 million in September. U.S. aid amounted to 
$28 million, but $15 million was paid to EPU in settle- 
ment of the August deficit. At the end of September re- 
serves amounted to $2,486 million, an improvement of 
$801 million since September 1952. 

During the third quarter of this year the gold and 
dollar reserves increased by an average of $40 million a 
month, compared with a monthly average of $106 million 
in the first quarter and of $67 million in the second 
quarter of the year. Seasonal influences usually make the 
third quarter the least favorable of the year. 

In September the U.K. account in EPU showed a 
surplus of £4.4 million. This was less than the payment 
made by France to the United Kingdom of an annual 


July 1, 1944 are as follows: 2.48828 grams of fine gold 
per dinar; 12.5000 dinars per troy ounce of fine gold; 
0.357143 dinars per U.S. dollar; 280 U.S. cents per 
dinar. 


Source: International Monetary Fund, Press Release 


No. 212, Washington, D. C., October 5, 1953. 


installment of £8.7 million on the 1946 U.K. loan to that 
country. 


The causes of the sterling area reserve movements in 
1953 are shown in the following table: 


1st 2nd = 3rd 
Qtr. Qtr. Qtr. July Aug. Sept. 
(monthly averages in million U.S. dollars) 
Gold settlement 
with EPU 
U.S. aid 
Other gold and dol- 
lar movements + 39 
Change in reserves +106 


Reserves at end of 
period 


+ 32 
+ 35 


+14 
+20 


— 6 
+28 


— 6 
+19 


—15 
+28 


+32 
+36 


+33 
+67 


+18 
+40 


+51 
+89 


—— 
+13 +17 
2,166 2,367 2,486 2,456 2,469 2,486 


Source: The Financial Times, London, England, Octo- 
ber 3, 1953. 
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Europe 


Reform of French “EFAC Accounts” 


Modifications in the French “EFAC account” system, 
under which exporters retain 15 per cent of dollar pro- 
ceeds and 10 per cent of other proceeds, have been an- 
nounced by the Exchange Control Office. Heretofore, the 
retained proceeds from dollar exports have been sepa- 
rated into two parts, 12 per cent for restricted use and 
3 per cent for free use. As of November 1, 1953, the 
special regime applied to the “3 per cent” dollar EFAC 
accounts is to be eliminated. Exporters to the dollar area 
will continue to retain 15 per cent of their proceeds, but 
will be able to use these only for normal export accessory 
expenses and to import, in the name of the account holder, 
goods for the direct use of the exporting firm. The ad- 
ministration of the 15 and 10 per cent EFAC accounts 
thus becomes uniform, except for the retention per- 
centage. 

Holders of EFAC account balances will also be obliged 
in future to repatriate 10 per cent of the outstanding 
amount of their balances. This requirement becomes op- 
erative on January 10, 1954, and repatriation will there- 
after be required quarterly. 

Sources: Le Monde, September 26, 1953, and Agence 
Economique et Financiére, September 26, 1953, 
Paris, France. 


Belgian Coal Exports 

Belgian coal exports in August (537,000 tons) were 
considerably higher than in July (391,000 tons). The 
increase may be attributed in part to the equalization 
payment extended by the European Coal and Steel Com- 
munity on Belgian coal exports to Italy and the Nether- 
lands. The purpose of this subsidy is to equalize the 
prices of Belgian coal and of other Community coal in the 
market of any other member country. The subsidy was 
granted in June because of the difficulties experienced by 
the Belgian coal industry; stocks at pithead had reached 
2.8 million tons in June and at present amount to about 
3 million tons. Belgian coal exports have generally bene- 
fited by the opening of the common market in April. For 
example, whereas in the first four months of 1953, 307,000 
tons of coal were exported to France, in the next four 
months coal exports reached 633,000 tons. On the other 
hand, imports of coal into Belgium also increased in 
recent months. During the period May-August 1953 they 
amounted to 725,000 tons, against 353,000 tons in the 
previous four months. 


Source: Agence Economique et Financiére, Brussels, Bel- 
gium, September 30, 1953. 


Five Per Cent Wage Increase in the Netherlands 

The Netherlands Government has prescribed a general 
wage increase of 5 per cent. This is to become effective 
in the first week of January 1954, and covers all em- 


ployees over 23 years of age whose wages or salaries are 
subject to a collective wage contract or an officially bind. 
ing wage regulation. The Government has expressed its 
confidence that employers will extend the same increase to 
wages which are not covered by a collective contract. 
These are the first over-all wage increases since March 
1951, and are conditional upon parliamentary approval 
of the draft bills providing for increased rents and the 
reduction of certain tax rates. The Government has also 
issued a general license permitting an increase of 2 cents 
(approximately 1.5 to 1.8 per cent) in the hourly wage 
of skilled workers. 

The wage increases and tax reductions are intended to 
compensate for increased rents, and to restore the loss of 
real wages which the trade unions had accepted in March 
1951. At that time, money wages were increased by only 
5 per cent, although the cost of living index had risen 
considerably more, mainly as a result of a decrease in 
food subsidies. 

The Government’s decree was issued after discussions 
between national representatives of organized manage- 
ment and labor had failed to produce agreement. 

Source: De Maasbode, Rotterdam, Netherlands, Septem- 
ber 29, 1953. 


U.S. Economic Aid to Spain 

The Madrid-Washington agreement on economic aid 
for Spain, signed in Madrid on September 26, 1953, 
included commitments on the part of Spain to stabilize 
the peseta and balance the budget, to discourage cartel 
and monopolistic arrangements, to adopt measures to 
facilitate the repatriation of Spanish-held assets in the 
United States, to arrange for the progressive cqnversion 
of peseta balances held by U.S. nationals, and to facilitate 
acquisition of strategic materials by the United States 
with due regard to Spanish requirements. 

The United States has undertaken to give Spain eco- 
nomic and technical help, in amounts not yet determined, 
and to send an economic mission to Spain. The dollar 
equivalent of the cost of goods and services supplied by 
the United States will be paid into a peseta account with 
the Bank of Spain. Various methods have been devised 
for computing the dollar-peseta exchange rate as long as 
Spain is not a member of the International Monetary 
Fund. It is understood, however, that the determination 
of the exchange rate will be left largely to the discretion 
of the Spanish authorities. 

Both the official dollar-peseta rate and the Tangier free 
rate hardened after the conclusion of the agreement was 
announced. 


Source: Spanish Economic News Service, Madrid, Spain, 


September 29, 1953. 
Greek Budget 


On September 5, the Minister of Finance submitted to 
the President of the Greek Parliament the budget for 
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the fiscal year July 1953-June 1954. The current budget 
provides for total revenue of 8,560 billion drachmas, 
including 799 billion which represent mainly counterpart 
funds of so-called common-use items for the armed forces 
which are financed by U.S. aid. Total expenditures are 
set at 8,260 billion drachmas, including the cost of 
common-use items, but excluding 431 billion which repre- 
sent expected unutilized appropriations at the end of the 
fiscal year. The resulting surplus, 300 billion drachmas, 
is entered on the receipts side of the investment budget. 


Total revenue from Greek sources is estimated for 
1953-54 at 7,762 billion drachmas, 1,464 billion more 
than in 1952-53. The increased estimate is due largely 
to expected higher revenue from income taxes and cus- 
toms duties. In the new budget, direct taxes account for 
18.1 per cent of over-all revenues, against 14.7 per cent in 
1952-53, and indirect taxes, including excise duties, for 


45.4 per cent, against 49.3 per cent in 1952-53. 


The estimate of expenditures is based on those of the 
past year, except that defense outlays strictly defined, i.e., 
excluding outlays for public security and common-use 
items, are set at 289 billion drachmas, or 15.6 per cent 
below 1952-53. The new budget provides, however, for a 
reserve of 1,320 billion drachmas (about 20 per cent of 
total estimated expenses), intended to meet additional 
expenses from increased costs of goods and services dur- 
ing 1953-54 as a consequence of the devaluation. Over-all 
defense expenditures, including that part of the reserve 
which is expected to be used for military purposes, are 
estimated at 4,429 billion drachmas, or 51 per cent of 
Total defense outlays in 1952-53, 
amounting to 3,833 billion drachmas, accounted for 52.7 
per cent of total expenditures. 


total expenditures. 


The estimate of payroll payments to civil personnel in 
1953-54 has been based on salary increases authorized 
as of July 1 (about 10 per cent to lower brackets), as 
well as on measures to be taken in accordance with the 
recently enacted law on the reorganization of the civil 
administration. The law provides, inter alia, that the 
number of civil service posts should, as a rule, be reduced 
to the level of April 1, 1940. This reduction has already 
been facilitated by the Government’s decision, taken as 
soon as it took office in November 1952, not to fill posts 
which fall vacant, except in the fields of public education 
and health. The Government intends to utilize all the 
economies resulting from these measures to raise the 
remuneration of government employees. 


Receipts in the investment budget include, in addition 
to the 300 billion drachma surplus transferred from the 
current budget, (a) 975 billion drachmas, foreign aid 
counterpart funds; (b) 295 billion, revenues from previ- 
ous investment; (c) 250 billion, prospective proceeds of 
a voluntary loan to be issued shortly; and (d) 240 bil- 
lion, reparations from Italy. The estimated total revenue 


of the investment budget is, therefore, 2,060 billion 
drachmas. Internal expenses of planned investment are 
set at 1,100 billion drachmas and expenses for capital 
goods imports at 960 billion ($32 million). Of the total, 
560 billion drachmas is connected with the construction 
of new projects. 

Neither the current nor the investment budget makes 
any provision for relief or reconstruction expenses in the 
lonian Islands, recently damaged by earthquakes. These 
expenses are to be met primarily by extra nonrecurrent 
taxes, and by internal or external donations. It has been 
reported that a separate budget will be prepared for this 
purpose. The Government has emphasized that its fiscal 
and development policies, as reflected in the budget sub- 
mitted to Parliament on September 5, are not to undergo 
any change. 

The Minister stated that the Government’s basic eco- 
nomic policies have included the curtailment, or even 
abolition, of the so-called third-party taxes (taxes bene- 
fiting certain groups) and the rigorous enforcement of 
other appropriate fiscal and credit measures. Credits to 
the private sector may be expanded only pari passu with 
increase in production and for the satisfaction of genuine 
economic needs. The Minister expressed the belief that 
improvement of general economic conditions will lead to 
higher liquidity, which in turn will be reflected in a faster 
repayment of bank credits and in an increase of bank 
deposits. A recent decision which has made possible 
imports on credit granted by the foreign exporter seems 
bound to exert a beneficial effect upon the internal 
money market. The measure is expected to result in a 
decline in the internal demand for credit and an increase: 
in bank deposits, and already there are indications of 
improvement in money market conditions. The free in- 
terest rate has fallen during recent months and a further 
fall may be expected as the previously excessive profits 
of business return to normal levels and the commercial 
banks’ own resources expand. Another step designed to 
improve money market conditions is a proposed law to 
encourage short-term or long-term foreign capital invest- 
ment in Greece. A special financial agency is to be set 
up to conduct and coordinate long-term lending opera- 
tions associated with the financing of the development 
plan. The new agency will also take over the functions 
of the so-called Central Loan Committee, the purpose of 
which has been the long-term financing of entrepreneurs 
with foreign aid counterpart funds. 

Price increases since the devaluation of April 9 have 
not, on the whole, been excessive. Since May industrial 
production has been increasing at the monthly rate of 
3 per cent. The stability of employment shows that this 
increase has been accompanied by a rise in productivity. 
Land reclamation and improved methods of cultivation 
have started to bear fruit in agriculture. Agricultural 
output in 1953-54 is expected to exceed considerably 
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all previous levels. The wheat crop, reported at about 
1,400,000 tons, will be almost adequate to meet consump- 
tion requirements. Output of cotton is estimated at 
93,000 tons, compared with 77,000 tons in the last year, 
and production of olive oil at 178,000 tons, against 70,000 
tons in the previous year. Production of fodder and 
dairy products is also estimated to show an increase this 
year. Gross national product, gross capital formation, 
and aggregate consumption in 1953-54 are all expected 
to exceed the levels of the previous year. Private con- 
sumption will be higher in absolute terms than in 1952-53 
but lower in relation to gross national product. 


The Greek external account in 1953-54 will be espe- 
cially affected by the new exchange rate, reduced depen- 
dence on imports as a consequence of increased pro- 
duction, and the recently adopted import liberalization 
measures. The exchange rate is not expected to affect 
exports significantly until 1954-55, for Greek exports 
consist largely of agricultural products the supply of 
which cannot be increased within a short period of time. 
Exchange proceeds from exports in 1953-54 are expected 
to reach the equivalent of $135 million (including 
$15 million of allied orders for war material placed in 
Greece), compared with $116 million during the previous 
year. Gross receipts from invisibles are estimated for 
1953-54 at $87 million, against $94 million in 1952-53. 
Exchange payments for imports are not expected to ex- 
ceed $271 million (including $32 million for capital 
goods), though the value of imports actually landed may 
reach $290 million, the difference being explained in 
terms of short-term foreign credits. Payments for im- 
ports in 1952-53 are reported at $243 million. 

On the basis of all these considerations, the Govern- 
ment estimates that it will have to utilize foreign aid 
funds (which include a $59 million carry-over from pre- 
vious years) in the amount of $66 million. Official gold 
and exchange reserves, which at the end of June stood 
at $120 million, are expected to increase further, by 
$4 million. 


Source: To Vima, Athens, Greece. 


Austrian Credit Costs 


The liquidity of the Austrian commercial banks has 
been growing steadily since the middle of 1952. Their 
cash reserves increased from 12.7 per cent at the end of 
June 1952 to 19.1 per cent at the end of June 1953. At 
the same time, the business community has been com- 
plaining about the high cost of bank credit. The Fed- 
eration of Austrian Industrialists recently criticized the 
banks’ credit policy in general, and in particular the high 
interest charges for commercial credits. It asserted that, 
if the discount rate of the National Bank were reduced 
by | per cent, the commercial banks could reduce their 
charges by 2 per cent. 
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Before September 24, when the National Bank reduced 
its discount rate from 5 per cent to 4 per cent (see this 
News Survey, Vol. V1, p. 112), the interest rate for short- 
term credits was 64% per cent. Since January 1, 1953, 
the margin between the National Bank’s discount rate and 
the rate charged by commercial banks, which previously 
had been 2 per cent, has been 114 per cent, the same as 
before the war. 

The total cost of bank credit was, however, consider- 
ably higher than 64 per cent; the commercial banks 
charged various commissions which raised credit costs to 
91% per cent for about half the credit total; in some cases 
it was even higher, around 10 per cent, and only for 
about 45 per cent of the total was it lower, between 844 
and 91% per cent. 

The reduction of the National Bank’s discount rate is 
expected to be followed by at least a 1 per cent reduction 
in the cost of short-term commercial credit, and a general 
realignment of interest rates. 


Sources: Osterreichische Nationalbank, Mitteilungen, 
Vienna, Austria, August 1953; Neue Ziircher 
Zeitung, Ziirich, Switzerland, September 25, 
1953. 


Yugoslav Indebtedness and Balance of Payments 


The Committee on the Economy of the Federal Execu- 
tive Council of Yugoslavia recently published a report 
according to which the total foreign indebtedness of 
Yugoslavia amounted, as of June 30, 1953, to $258 million 
(77.4 billion dinars) inclusive of the outstanding portion 
of her indebtedness on account of nationalized foreign 
properties (amounting to $45 billion) but exclusive of 
the undisbursed portions of foreign loans receiyed prior 
to that date. 

According to the Committee, the completion of various 
industrial projects now under construction will contrib- 
ute substantially to the solution of Yugoslavia’s balance 
of payments problems, permitting both an increase in 
her industrial exports and a reduction in her industrial 
imports. In view of this and the favorable prospects for 
increased exports of agricultural products, particularly 
maize, the Committee is of the opinion that there are 
“real possibilities for the removal of the deficit in the 
balance of payments during the next two years.” 


Source: Borba, Belgrade, Yugoslavia, August 24, 1953. 


Middle East 


Import Duties on Trade Between Arab Countries 


At its second meeting, on August 22, 1953 in Lebanon, 
the Congress of Ministers of Finance of Arab Countries 
agreed that import duties on industrial goods produced 
in Arab countries should be lowered by 25 per cent. 
Beirut, Lebanon, 


Source: Le Commerce du Levant, 


August 26, 1953. 
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Jute Manufacture in Egypt 


The Egyptian Development Board has approved a plan 
for expanding the jute industry to satisfy the whole 
local demand for jute by 1959. According to the plan, 
the present jute company will increase its capital by 
£450,000, to be provided by a Pakistani industrial cor- 
poration. The Egyptian company will thus be able to 
add to its machinery and to import more Pakistani jute 
so that its production will satisfy 30 per cent of local 
needs in March 1955 and 60 per cent two years later. 
The Board has approved in principle a customs tariff 
protectionist policy for the industry and has recom- 
mended fixing prices for an initial period, thereby guar- 
anteeing a reasonable profit for the company and its 
shareholders. 

The company at present produces only about 2,500 tons 
of sacks and wrapping materials, using 2,000 tons of 
raw jute from Pakistan and the raw flax planted in 
Egypt. The aggregate domestic demand for jute prod- 
ucts is estimated at about 28,000 tons. 

Sources: Al Ahram, Cairo, Egypt, September 24 and 26, 
1953. 
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Indian Private Rice Imports 


The Government of India has decided to entertain ap- 
plications from private traders for licenses to import 
rice from soft currency areas. The licenses will be issued 
subject to the condition that the imported rice will not 
be sold in rationed areas. 

This decision permits private agencies to enter the 
food import field for the first time since 1942, and it 
represents a further step in the policy of gradual decon- 
trol. (See also this News Survey, Vol. V, pp. 224 and 
281.) 

Source: The Times of India, Bombay, India, Septem- 
ber 14, 1953. 
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1953. (864,000 metric tons) for the same period in 1952. 
Exports to the principal markets, Japan, Malaya, and 
Hong Kong, were larger than in the same period of 1952, 
while exports to Indonesia and India fell from 581 mil- 
lion pounds (264,000 metric tons) in 1952 to 38 million 

ebanon, § pounds (17,000 metric tons) in 1953. Export shipments 

ountries § under official government allocations to Japan and Aden 

roduced ff are expected to be concluded by the end of August, and 

cent. to British territories by the end of September. 

ebanon, 


Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., September 21, 1953. 
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Japanese Retention Quota Imports 

The Japanese Ministry of International Trade and In- 
dustry has announced the addition of 63 new ‘items to 
the list of 185 commodities which can be imported with 
the 10 per cent of export proceeds that traders are al- 
lowed to retain in the form of foreign exchange. The 
new items have been divided into two groups in order to 
check any rush for imports of selected goods. The first 
group, importable from October 5 without restriction, 
includes cashmere hair, alpaca hair, camel hair, peas, 
cocoa butter, sheepskins, goatskins, olive oil, albumen, 
and sugar. The second group, whose imports will be 
permitted later under quality and other restrictions, in- 
cludes black tea, raw cotton, raw wool, and coffee beans. 

The Ministry also announced that imports of raw cotton 
and raw wool under this system in the October-March 
budget period will be limited to around 2 per cent of the 
total raw cotton import requirements and 5 per cent of 
total raw wool import requirements. 
Source: The Journal of Commerce, New York, N. Y., 

October 5, 1953. 


Japan-China Trade 

The Japanese Government has announced the lifting 
of the ban on exports of 11 more items to Mainland 
China, effective immediately. The list includes caustic 
soda and soda ash, ammonium sulphate, sulphamines, 
antibiotics, titanium oxide, titanium pigments and other 
pigments (except barium chromium oxide), prepared 
points, leather and rubber belts (except fan beltings for 
automobiles), electric bulbs, metal nets (except those 
made of aluminum and nickel alloys), microscopes for 
medical and school use and parts and accessories thereof, 
and moving picture projectors and parts and accessories 
thereof. Exports of these items are to be made on a 
barter basis. 

This is the third of a series of relaxations of restric- 
tions on trade with China effected since the beginning of 
1953. In January, 93 items were removed from the em- 
bargo list, while 43 more items were freed in June. The 
Ministry of International Trade and Industry has ex- 
pressed the belief that the present relaxations would 
affect Japan’s trade with China much more favorably 
than the previous relaxations, which had little effect upon 
the volume of trade. It is estimated that they will in- 
crease trade by $10-15 million a year. 

Local business and trade circles have, however, cau- 
tioned against unwarranted optimism about the possibility 
of an early expansion of trade with China. High Japa- 
nese prices and earlier Western penetration reduce any 
hope of promoting trade in items suchas antibiotics and 
drugs. One chemical concern reported that it had already 
been informed from Peking that there was no Chinese 
demand for Japanese penicillin. Japan also has, at the 
present time, only a small exportable surplus of ammo- 
nium sulphate. It is believed, however, that trade would 
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be greatly facilitated if the ban on exports of galvanized 

iron sheet, machinery, and machine tools were to be lifted. 

Sources: The Financial Times, London, England, Sep- 
tember 22, 1953; The Journal of Commerce, 
New York, N. Y., September 30, 1953. 


Philippine Abaca Situation 

Abaca production inspected in the Philippines during 
the first half of 1953 totaled 134.1 million pounds, com- 
pared with 133.2 million pounds in the corresponding 
period of 1952. This slight increase was due mainly to 
overstripping in order to save the fiber from plants that 
had been damaged by typhoons late in 1952. The prac- 
tice of overstripping, however, is expected to result in 
lowered production in the last half of 1953, and the total 
for the calendar year may show a slight decline from 
total production in 1952. 

Abaca exports during the first six months of 1953 also 
increased, to 130.2 million pounds from 108.1 million 
pounds in the first half of 1952. The United States con- 
tinues to be the major customer. The share of European 
countries in these exports is, however, steadily increasing. 

Continued efforts are being made to ensure further in- 
creases in production. Laws to prohibit the export of 
seed, seedlings, suckers, and rootstocks have been en- 
acted. Requests from planters for advice on more eco- 
nomic production are being readily attended to by the 
Fiber Inspection Board, and the campaign against mosaic 
disease is being maintained. 

Source: Department of Agriculture, Foreign Agriculture 
Circular, Washington, D. C., September 20, 
1953. 


United States and Canada 

U.S. Business Conditions 

U.S. business activity continued at a high level in 
August, employment, income, and sales equaling or ex- 
ceeding the rates of earlier months. Consumer purchases, 
supported by higher incomes, continued to increase. 
Outlays for plant and equipment in the third quarter 
exceeded the high rate of the first half of the year; some 
decline in fourth quarter outlays is, however, anticipated. 

While total manufacturing output has been stable since 
June, there have been declines in some durables to avoid 
further inventory accumulation. Steel mill production in 
August was at 94 per cent of capacity, slightly lower 
than in June and about 5 per cent below the January- 
June average. Production of freight cars and locomotives 
has declined, reflecting a reduction of one half in order 
backlogs since the beginning of the year. The decline in 
farm machinery production is attributed to a drop in 
farmers’ purchasing power. A 12 per cent fall in auto- 
mobile output in August reflected temporary supply diffi- 
culties and fewer working days rather than market 
weakness. In household durables, increased output of 


INTERNATIONAL FINANCIAL News Survey, October 9, 1953 


radios and television sets in July more than offset output 
declines in refrigerators and washing machines. Produc- 
tion of nondurables has continued close to the peak rate 
for the year, thus offsetting declines in durables. New 
production records were reached in paperboard, refined 
petroleum products, and industrial chemicals. 

Business inventories were unchanged in July, as the 
usual seasonal decline did not occur. On a seasonally 
adjusted basis, however, the $0.6 billion increase was 
below the monthly average of the second quarter, and 
half of the increase was due to higher replacement costs. 
Automobile dealers accounted for 50 per cent of the July 
change in book values. 

Wholesale prices have remained firm with the major 
exception of declines in livestock in late August and early 
September. Consumer prices rose slightly in July, pri- 
marily as a result of continued advances in rents and 
small increases in foods. 

Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., September 1953. 


U.S. Interest Rates 

Yields on U.S. government securities continued to de- 
cline during the first few days of October (see this News 
Survey, Vol. V1, p. 114). The rate on long-term Treasury 
bonds declined to 2.86 per cent on October 2, compared 
with 2.92 per cent a week varlier, while the rate an- 
nounced on October 6 for new 90-day Treasury bills fell 
to 1.40 per cent, from 1.58 per cent a week earlier. One 
factor believed to be affecting the bill rate is the fact 
that the bills issued in the first week of October will fall 
due after December 31, when the excess profits tax ex- 
pires. The fall in the bill rate accompanied a decline in 
the excess reserves of Federal Reserve member banks for 
the second successive week and a rise in their borrowings 
at Federal Reserve Banks. The rate on prime commercial 
paper of 4-6 months’ maturity was also reduced by one 
leading dealer from 234 to 25% per cent. The Treasury 
has announced the withdrawal of the “tap” offering of 
Series B tax notes, which provided a yield of 2.16 per 
cent if held for 6 months and of 2.47 per cent if held for 
2 years, and its replacement by Series C notes offering 
1.56 per cent if held for 6 months and 2.21 per cent if 
held for a full 2 years. 
Sources: The Journal of Commerce, New York, N. Y., 


September 30 and October 2 and 6, 1953. 


Canadian Farm Incomes 

During the first half of 1953 Canadian farm cash 
income was $1,174 million, less than 1 per cent below 
the income realized in the equivalent period of last year, 
but about 5 per cent below the level of 1951. Receipts 
from wheat, dairy produce, and eggs, and interim pay- 
ments for western wheat and barley increased, but there 
were offsetting declines for oats, potatoes, tobacco, and 
hogs. The most important gains were from wheat, 
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where the increase arose from higher prices due to the 

superior quality of the 1952 crop, and dairy produce, 

where higher production more than offset lower prices. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, September 21, 1953. 
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Latin America 

Electrification Project in Costa Rica 

A 30,000 kilowatt plant is to be constructed on the 
Grande River to remedy the shortage of electric power in 
Costa Rica. Although it was originally intended to 
finance the project with a foreign loan, the improvement 
in the Costa Rican economy has permitted domestic 
financing. The cost of the project is estimated at 60 mil- 
lion colones ($10.7 million), 50 per cent of which will 
be provided by the Central Bank. The other 50 per cent, 
which is required for domestic expenditures, will be 
financed by the Government in four annual contribu- 
tions of 7.5 million colones. The Central Bank will re- 
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- ceive securities fully guaranteed by the Government as 
well as collateral secured by the physical properties. 
to de- — Source: Banco Central de Costa Rica, Boletin Estadistico 
News Mensual, San José, Costa Rica, May 1953. 
ni Colombian Dollar Allowances for Travel 
ec ila According to Decree 2247, of August 28, 1953, the 
IIs fel] | #™ount of exchange granted in Colombia for traveling 
ian abroad, at the official rate of Ps$2.50 per US$1, was 
re fact | Teduced from $1,200 to $300 per month. Travelers in 
ill fall § Beed of greater amounts may buy the dollar proceeds 
ax ex. | of gold exports in the free market. 
—™ The supply of dollars from gold exports is expected to 
aks for | be in approximate balance with travelers’ dollar require- 
owings | ments. From January to September 30, 1950 exchange 
mercial | to the amount of $11.9 million was granted for travel 
by one § Purposes, and total sales of exchange for travelers were 
reasury $14.3 million in 1951 and $19.6 million in 1952. Gold 
ring of | exports have averaged $14 million per year in the last 
16 per three years. 
eld for § Source: Revista del Banco de la Repiblica, Bogota, 
offering Colombia, September 20, 1953. 
os 8 Brazil’s Sterling Debt 
The Brazilian and U.K. Governments have exchanged 
N. ¥., notes embodying a preliminary agreement for settling 
P Brazil’s £63 million commercial debt to the United 
Kingdom. Brazil will make an initial payment of £10 mil- 
m cash § lion, to be obtained from the International Monetary 
it below § Fund, and will settle the remaining balance in minimum 
ast year, [| annual installments of £6 million each. Additional 
Receipts J yearly payments will be made on the following scale: 
im pay-§ 10 per cent on sterling receipts exceeding £35 million 
yut there J and up to £45 million; 30 per cent on receipts between 
cco, and § £45 million and £50 million; 50 per cent on receipts 
. wheat, § between £50 million and £60 million; and 100 per cent 
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on receipts over £60 million a year. 


Brazil will pay 
interest at 344 per cent per annum on outstanding debts. 
The Brazilian Government has also agreed to restrict 
sterling payments for petroleum products purchased from 
the United Kingdom to £15 million a year until commer- 
cial debts are cleared. 


Source: The Financial Times, London, England, Oc- 
tober 2, 1953. 


Chile’s 1954 Fiscal Budget 


The Chilean Minister of Finance has transmitted to 
Congress his fiscal budget forecasts for 1954 in which 
both receipts and expenditures are estimated at 59,248 
million pesos. 

In interpreting the budget in the framework of the 
anti-inflationary program adopted by the Government 
during the current year, the Minister has called attention 
to a substantial slowing down in the rate of increase in 
expenditures. Much of the increase contemplated in the 
new budget, compared with that of the current fiscal 
year, is accounted for by the increased cost of imports 
resulting from unification of the import rate of exchange 
(3.4 billion pesos), increased salaries and wages result- 
ing from legislation passed in July 1953 in view of the 
exchange rate unification (5 billion pesos), other in- 
creases in wages (1 billion pesos), and increased public 
works outlays (1.9 billion pesos). 

A major innovation has been made in the accounting 
system by classifying government receipts under the two 
headings, foreign and local currencies. Foreign exchange 
receipts in 1954 are estimated at $151.6 million, the 
price of copper being assumed to be 30 cents per pound. 

On the expenditure side, current operating expendi- 
tures (85 per cent of the total) are distinguished from 
capital outlays (15 per cent). 

The Minister of Finance has restated the Government’s 
firm intention to adhere to the budget in 1954 much 
more closely than in recent years, when new appropria- 
tions have always been added to the original forecasts. 
During 1953. authority from Congress was asked for the 
expenditure of 7.5 billion pesos to supplement the orig- 
inal budget forecast of 47.4 billion pesos. These new 
appropriations were needed to offset the very large deficit 
of the national railroads (2.4 billion pesos) and to 
finance additional expenditures by the national transport 
enterprise (450 million pesos) and the mining bank 
(250 million pesos). The remaining additional appro- 
priations were needed to deal with a prospective financial 
crisis which was attributed to Chile’s difficulties in dis- 
posing of its main exports. To finance these appropria- 
tions some new sources of taxation were tapped and a 
loan of 3.5 billion pesos was to be issued. 

Sources: Panorama Economico, September 12, 1953, 


and El Mercurio, September 25, 1953, Santiago, 
Chile. 
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Credit Control in Chile 

As part of the anti-inflationary program adopted by 
the Chilean Government, the Central Bank and the Super- 
intendency of Money and Credit recently issued a cir- 
cular to all commercial banks subjecting their lending 
operations to quantitative and qualitative controls. 

All banks are required not to expand the volume of 
lending to business and individuals by more than 1.5 per 
cent per month. They also have an obligation to provide 
information on the destination of their loans. An appeal 
has been made for compliance by the banks with general 
rules concerning the destination or purposes of all their 
loans. The commercial banks are forbidden to grant 
credit for real estate operations, for the financing of con- 
sumer credit, or for the purchase of durable luxury 
goods, or to finance stock exchange operations, trans- 
actions in gold, foreign exchange, etc. Personal con- 
sumption loans must be limited to hardship cases. The 
use of bank resources should be directed to “productive 
and distributive activities which really contribute to the 
expansion of the national economy.” 

These measures go into effect immediately and, if no 
objections are raised, they will be renewed monthly. 
Source: El Mercurio, Santiago, Chile, September 25, 

1953. 


Other Countries 


Relaxation of Australian Import Restrictions 

For the third time since severe import restrictions 
were imposed in March 1952, a general relaxation of 
controls has been announced from Canberra. (See also 
this News Survey, Vol. V, p. 268 and Vol. VI, p. 31.) 
Goods from dollar countries and Japan remain subject 
to special regulations; but, while imports from dollar 
countries will not be affected, it is stated that permits 
for imports from Japan will be raised in line with the 
increase in imports from other non-dollar countries. 

As from October 1. 1953, Category (A) imports 
(mainly producers’ goods) will be allowed in at 90 per 
cent of 1950-51 imports, instead of 80 per cent; and 
Category (B) imports (mainly consumers’ goods) are to 
be admitted at 50 per cent of the 1950-51 volume, instead 
of 40 per cent. 
items, including leaf tobacco, coffee, and tea, at present 
admitted mainly under administrative control, is to be 
licensed without restriction where the goods can be im- 
ported within one year. 

It is anticipated that the new relaxations will raise 
Australian imports by £A 45 million. 
Source: The Financial Times, London, England, Sep- 

tember 12, 1953. 


New Zealand Budget 
The New Zealand Budget for 1953-54 contemplates a 
surplus of £300,000, after taxation reductions estimated 


In addition, an extensive list of essential 
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at £61% million have been taken into account. The 
personal income tax exemption will be increased by £30, 
so that no tax will be payable on incomes up to £230, 
Deductions for dependent children, for wives, where the 
wife has a separate income, and on account of life in. 
surance premiums will also be increased. 

Last year’s Consolidated Fund surplus will be trans. 
ferred for works expenditure, and £10 million will 
be borrowed in London this year for the Murupara Pulp 
and Paper Scheme. Loans of £2,750,000 have been 
accepted for this purpose from Australian interests at 
41% per cent. A development loan of £10 million will 
be floated in September and October on the same terms 
and conditions as the £20 million loan (see this News 
Survey, Vol. VI, p. 16), which was oversubscribed by 
£2.3 million last June. 

Source: New Zealand Embassy, News from New Zealand, 
Washington, D. C., August 1953. 


Belgian Congo Exchange Reserves 

The gold and convertible currency reserves of the 
Central Bank of the Belgian Congo have shown a con- 
siderable improvement since the beginning of the year, 
from 6.2 million Congolese francs (US$124 million) at 
the end of 1952, to 7.5 million Congolese francs ($150 
million) at the end of July 1953. The Central Bank’s 
holdings of Belgian francs have at the same time dimin- 
ished by about Bfr 900 million. This reduction may be 
the consequence of an unfavorable payments balance 
with Belgium, or of Central Bank net purchases of non- 
convertible currencies from the National Bank of Bel- 
gium against Belgian francs. Such transactions, particu- 
larly in EPU currencies, frequently take place between 
the two Central Banks. 

The cover of the Central Bank’s note issue and other 
sight liabilities now amounts to 58 per cent. The law 
prescribes a minimum cover of 25 per cent in gold and 
convertible currencies. 


Source: Agence Economique et Financiére, Brussels, Bel- 
gium, October 1, 1953. 
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